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103-1424

19 August 1993

Washington DC

THE OMNIBUS BUDGET RECONCILIATION ACT: YOUR CONCERNS AND MY vom.
With so many conflictingfacts andfigures, so many opposing pie charts and tax graphs, I know
how frustrating it can be to make sense ofthe Budget Reconciliation Actjust passed by Congress.
For that reason I am devoting my newsletter this week to explaining the major provisions ofthis
economic plan. Let me begin by saying that I voted for this legislation. The reason for my doing
so is that this bill offers the biggest deficit reduction package in history -- $496 billion over the
next five years. Having introduced legislation when I first came to Congress in J965 to achieve
the goal of a balanced budget, and in every Congress since, my vote shows my commitment to
deficit reduction.

Spending Cuts
This bill contains $255 billion in spending reductions. It contains cuts in funding for Congress,
cuts in entitlement programs, cuts in ihe cost of borrowing by the federal government, cuts in
Medicare costs and in Medicaid costs. In the Agriculture Committee, of which I am chairman,
we reduced spending by $3 billion:

Tax Fairness
Over 98 percent of aU families pay no new income taxes. Increases only apply to the top one
and one half percent of all Americans: married couples with taxable incomes above $140,000 and
single persons with taxable incomes above $115,000. The only new tax which will affect the
average working family is a 4.3 cent increase in the gasoline tax which will cost the average
family less than a dime a day. For that dime a day American families will see the long-term debt
of t.lJ.e U!'Jted States reduced by nearly half a trillion dollars. I should also add that this dime a
day investment will be more than offset by the positive effect that low interest rates will have on
family budgets. I have available to anyone who would like to have it information on how much
an average family can save on their home, their car, and their credit card balances as a result-of
lower interest rates -- and how much they will have to pay if interest rates go back up to their
old level. And, because so many people have expressed concerns about misinformation that has
been circulated, I want to add that the revised tax on social security benefits affects only the
highest income recipients -- 87 percent of social security beneficiaries will pay no new tax.
A couple has to earn above $44,000 in order for the revised tax to increase.
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Help lor SmaU Bu'lneR
Only small business owners who are among the top I percent of aU taxpayers will have to pay
more under thi' plan - that's about only 4 percent of all small business owners in the nation.
This budget gives significant economic advantages for small businesses. More than 90 percent
of small businesses will receive a tax cut under the plan, either through increased expensing, the
targeted capital gains provision or the extension of health insurance deductions for the selfemployed. It allows small business to immediately use $17,500 in depreciable assets, a 75 percent
increase in the current $10,000 limit, which will free up cash flow and allow them to use these
funds as they see fit. It extends the 2S percent deduction for health insurance premiums paid by
self-employed businessmen and women. It helps small businessmen and women in real estate by
relaxing the passive loss rules so that losses from rental real estate will. be treated like other
business losses, as long as most of the business person's services are in real estate. Also, the bill
makes permanent the authority of state and local governments to issue tax exempt "small issue"
industrial development bonds. 'This provision will provide small businesses with greater access
to tax-exempt financing. Finally, all small businesses benefit from the lower interest rates which
this plan has encouraged and will help sustain. These lower interest rates make it easier for small
businesses to borrow the funds they need to reinvest and grow.

Investment in People and Job!
This budget takes a number of steps to promote growth and job incentives. For instance, the
Earned Income Tax Credit is simplified and expanded to ensure that American families with a
full-time worker will not be below the poverty line. Empowerment zones are created to help
rebuild America's cities and offer new opportunity to urban and rural distressed areas. About $1
billion is authorized in spending on family preservation programs designed to help families avoid
foster care and improve the foster care experience for those children who need such programs.
The legislation permanently extends the low-income housing tax credit and expands its use with
the "HOME" program, increasing opportunities for low-income families to frod affordable
housing.

The message over the last several weeks that I have heard strongly voiced is that the American
people want us to act. To reduce the deficit, to keep interest rates and inflation down, to help our
economy to grow and create jobs for America _. that is the hope for this legislation which we
must make work with the cooperation ofall Americans.
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